In this research paper is analyzed the impact of banking efficiency on banking sector during of global financial crisis 2008 -2010 
Introduction
In this part of paper research will be oriented in the banking efficiency in Kosovo. To create a favorable banking environment for countries in transition, some essential requirements must be fulfilled, such as: macroeconomic and political stability, structural reforms and the creation of some new regulatory frameworks across the region have been crucial for the banking sector in the recent years (Backé, P & Walko, Z 2006) . As commented (Fang et al 2011) the development of institutional reform, defining ownership and privatization, the market structure and its competitors, and the conversion of corporate governance from the previous system have been indispensable to increase banking efficiency for all the countries in transition, including Kosovo. The Kosovo started the process of creating a banking system just after the war ended, this process was accomplished through the help of the international financial institutions such as IMF, WB, and USAID, etc. According to CBK Report (2011), the Central Bank of Kosovo (CBK) was established in the 2000, with the main purpose of creating a new paying system among banks in Kosovo. In Kosvo the banking system was the least efficient from 2002 till 2005 if compare with the banking systems in neighbouring countries, although efficiency improvement can taken time to achieve same level that have countries in region. The banking sector in Kosovo is very specific and complex area to research, thus (Lumir Abdixhiku & Uk Lushi 2011) argues that the banking system is experiencing an expansionary and stable cycle, which is justified by the responsibility of the state institutions and the clients behavior on one side and the high difference between the loan and deposit rates including the low level of bad debt on the other side. The measurement of performance on the banking activity is done through this indicator, efficiency refers to a process where we produce more outputs (products or services) with the same amount of inputs.
Literarure Review
In this part of the paper research will discussed different matters in the banking sector of Kosovo. Then banking sector always is considering as a very difficult service industry to understand, to manage and to measure, like their output, technical change and their productivity growth (Berger & Humphrey 1990) . if analyze the structure of capital owned in banking sectors in the most of SEE countries, we can find that foreign-owned banks have a larger share of total assets in overall banking sector in these countries also these banks are associated with lower costs to banks with domestic ownership and more efficient than state-owned banks in overall financial and banking market (Fries & Taci 2005) . According to IMF Report (2013), the banking sector in Kosovo is dominated by foreign banks but majority of funded deposits are domestic. Then in this part of paper will discuss different arear of banking effiency in Kosovo, such as: overall banking efficiency in Kosovo; difference between loan and deposit rates; dfference in efficiency among banks with domestic and foreign investment.
Overall banking efficiency in Kosovo
The financial sector and its stability have a crucial importance in the economy whereas the banks play an important role in some countries. In 2003, in 9 countries of South-Eastern Europe banking activities composited about 70% of the GDP and now this sector has a higher potential (Stavárek 2006) . According to IMF Report (2013) during the global crisis of 2008 -2009 in banking sector in the Western Balkan are financed their capital in banking sector by foreign funding and it has brought a boom in credit sector and in Kosovo banking sector has fast growth rate of private credit and deposits over the last decade. Kosovo's banking system is composed of two levels: the first is the CBK 2011 as the only financial and banking institution which monitors, regulates and controls the banking system in Kosovo and the second are the commercial banks. According to (CBK 2011) there is 8 banks, most of banking market is made of foreign capital (90.2 %), whereas there are only 9.8 % for domestic capital in the banking system (for more detail see table below). 2 ) like total assets ratio to the number of employees, with a yearly average increase in 15% or the ratio of the average number of loans and the number of employees with a yearly average increase of 10.5%. These ratios show us that there is an increasing positive trend in banking efficiency. This is justified by the continuous growth of credit in the banking market despite of the growth in the number of employees in this sector. This is reflected even in the rapid growth of assets. Rapid trend movements, may they be positive or negative, have been noticed in the profit ratio to the number of employees, the net interest margin ratio has consistently tended to decrease: 
Difference between loan and deposit rates
The lack of banking efficiency is caused by the uncertainty in the banking market in Kosovo, macroeconomic and political stability. All of the above mentioned reasons have caused the banking efficiency to decrease. When we compare loans in Kosovo from 2001 -2007, they reach 20% -24% of GDP meanwhile other countries reach 75% of banking loans to the GDP and developed countries reach a loan rate of 160% of GDP. To have a higher and more stable banking efficiency, the loan and deposit rates difference must get tighten. According to RIInvest Report (2012), the main factors that impact in changing in the banking efficiency are: increased competition in the banking sector; increased financial opportunities, a more efficient juridical system, lack of cadastral and property definition. Kosovo was the return of short-term and high rates of loans and this has been one of the major obstacles for a high efficiency in the banking sector but also for other economic sectors. If we review these past year's reports on loan and deposit rates, we will notice that in 2009 there is an increase in deposits and an increase in deposits causes the banking efficiency to increase as well (Maloku 2012 
Difference in efficiency among banks with domestic and foreign investment:
Different authors have emphasized that the entrance of foreign capital banks in the market has caused a reduction of profitability, high operating costs and lower loaning performance so the banking structure capital between them is high (Bonin et al 2005) . In the Czech Republic in 2001 foreign capital banks were 70% of banking market (Weill 2003) . In Bulgaria after 2007 more than 80% of banking capital was foreign and 98% of this sector was the private property (Nenovsky 2010). Structure changes in countries that have a higher control on the banking sector, so in Russia where banks have to operate in different institutional environments like public and private banks, where public banks have greater access to less costly deposits, physical capital, labor, etc. It is the reason that banks have obvious advantages in banking efficiency (Karas et al 2008) . The fast growing dynamics in the competitive banking market have forced banks to increase their competitiveness. With the establishment of the banking sector in Kosovo, there was an immediate penetration of foreign capital banks. These banks play a major role considering that they constitute 90% of the banks in this market, whereas domestic banks only 10%. The main reason is that these banks are more experienced than the domestic ones, the table below shows the capital structure the foreign and domestic banks: 
Methodology and Data Collection
In the methodology part I will discuss on the principles of the paper research: how are data collected and analyzed? how these data has impact on Banking Efficiency in Kosovo during the Global Crisis? The data used in this paper research are secondary data and they are collected in period time between 2007 -2011 by official financial and banking institutions in Kosovo (CBK and annual reports of commercial banks in Kosovo). All data that were used in this paper research are calculated through econometric program STATA and the data are analyzed through two main analysis: A) the first analysis is DEA approach (CRS and VRS models), it is a mathematical and statistical method that analyzes the efficiency of banks in their success through their banking inputs and outputs (Jemri, I. & Vujecic, B. 2002) . The main variables that are used in DEA approach are as following: a) total assets of the banks and the number of employees in the banking sector, they are defined as inputs variables; b) the level of loans that banks provide as the main product and the level of bank profits that banks perform along with their banking activities, they are as output variables. B) the second analysis are different regression methods (OLS method and Correlation method) and these methods are used to find the relationship between the variables that are used, where as the dependent variables is the annual rate of banking sector and as the independent variables are the following: non -performing loans, interest rate of loans and ROA. Econometric model was used for data analysis of regression analysis with the following formula: Ln (BSt) = 0 + 1ln (NPLt) + 2ln (IRLt) + 3ln (ROAt) + t. The main variables are as follows: BS = Banking Sector; NPL = Non -Performing Loans; IRL = Interest Rate of Loans; ROA = Return of Assets; t = Standard Error; 0, 1, 2, 3, are included in the analysis parameters;
Emprical Results and Interpretations
In this part of paper research is presented the results achieved through two main analyses: DEA analysis and regression analysis. The main results are realized by STATA program (econometric software for data calculates). In fact, his constitutes the most important part because here will interpret the implications of the parameters that are involved in research paper.
Results of DEA analysis:
As part of the paper research is DEA model, more specifically the use of CRS and VRS models to analyze the banking efficiency in Kosovo so the CRS model (Constant Return-to-Scale), relies on supposing the increase of outputs from the same amount of inputs used in the banking activity, and the VRS model (Variable Return-to-Scale) represents the level of inputs in relation to the level of change of outputs in the banking activity, by (Podinovski 2004 ). If we rely on the results calculated by the two models of DEA involved in the research (see table 5), we understand that there is a steadily increasing average efficiency in the banking sector as a whole, from 0795 (according to CRS & VRS model) in 2008 increased to 0.832 (CRS) 0.913 respectively (CRS) in 2010. This increase in efficiency over this period is justified by the increase in loans (together with securities) amounted to 11.4% annual growth in 2010 in all sectors, both of them (loans and securities) comprise the biggest part of assets in the banking sector over 65%. Only in 2010 the annual growth of total assets in commercial banks has reached over 250 million euros. The year 2009 marks a decrease of average banking efficiency, due to the decrease in the number of employees in this sector by 5% and increased spending for banking infrastructure (Point of Sale -POS, ATMs, e-banking, etc.) but it gives positive results in 2010 with an increase in both models (CRS & VRS) of the DEA model. Regarding the banking efficiency between foreign banks and local banks, there is a completely opposite performance of efficiency among domestic and foreign capital banks. Foreign capital banks had a high level of efficiency in 2008 according to CRS & VRS models. This happened because of stability and continuous entrance of foreign banks in the market (TEB Bank in 2008), while in 2008 was characterized with a strong consolidation of domestic capital banks after their lack of stability (failure of CBP Bank in 2006) thus the average efficiency for these banks was 0.48. All this resulted in a high level of difficulty regarding achieving efficiency (0.52) between domestic and foreign capital banks. Also, if we take into consideration the standard deviation in 2008 we will realize that exist the highest values of this indicator (0.48), which in fact means that there is a wider spread between the general banking efficiency in foreign banks compared to the local ones. If we refer to the above table in the indicator of non-efficiency where is reflected a low level with the tendency to grow, we see that this comes as a result of high interest rates of commercial banks in Kosovo during the years of the research. The banks justify this high rate of interest, because the shapes of the threat posed by the banking market, such as: a) Credit risk -it constitutes the main concerns that banks in Kosovo have due to credit risk on loans given to their customers; b) liquidity risk -this is the rate of cash adequacy that banks must have to market demand; c) market riskthis is based mainly on sustainability and interest rate sensitivity d) operational risk -involves adapting the banking technology to competitors and bank management operational activities.
Results of regression analysis
In the table 6 is presented the OLS method that show the level of positive / negative impact that non-performing loans, interest rate of loans and ROA have as independent variables in banking sector as the dependent variable. Considering the other variables are unchanged (or constant) and an increase of non-performing loans for a unit, will affect the banking sector rate by -9.9 (negative impact), as well as an interest rate of loans for a unit, when the other variables remain constant, it will have effect on banking sector by -5.2 (negative impact). Also increasing the ROA rate for a unit will affect in banking sector in a same way, by -14.7 (negative impact). Through T-Statistics, we will understand the explanatory of significance between depend and independents variables, so T-Statistic can be positive (T>2) or negative (T<2), of independent variables on the dependent ones. Based on t-statistic results, all variables (Non-performing Loans -2.43, Interest rate of Loans -0.43 and ROA -2.07) that are included in analysis have showed no significant explanatory ability (T<2) on banking sector. 
Source: Authors
If we analyze the R² indicator (which is known as coefficient of determination) in table 2, it tells us the scope of the relationship between independent variables and the dependent variables. According to the results that we achieve in OLS method, these independent variables (Non-performing Loans, Interest rate of Loans and ROA) have a relationship of nearly 85% with dependent variables (banking sector) and 14% (100% -86%) with other factors that are not included in this methods. In Table 7 , if we analyze the independent variables to the dependent variable, based on the level of correlation method (or sensitivity), is found that the non-performing loans and ROA have negative correlation by -0.48 and -0.08 to banking sector. It means that a change of banking sector by 1%, will associated with decreasing of nonperforming loans by -0.48% and ROA -0.08. Only interest rate of loans has a positive correlation (sensitive effect) to banking sector, so one possible change in banking sector have "obvious" effect on interest rate of loans. Source: Authors
Conclusion
Different political and economic processes that Kosovo has gone last 20 years, the banking sector has been shocked from these changes of transition process. Now the financial institution is controlled and monitored by CBK so banking sector during period of time 2008 -2010, have included 8 commercial banks, out of which 6 have foreign capital and 2 domestic capitals then the structure of capital is the foreign banks have 90.2% of banking assets while domestic capital banks only 9.8%. The most important issue in this paper research is banking efficiency by DEA analysis (CRS & VRS models) and as main inputs in this analysis are: total assets and the number of employees and as main outpusts are defined the level of loans and the level of bank profits. The result of DEA analysis indicate that there is a constant increase of efficiency from 0.795 (CRS & VRS) in 2008 to 0.832 (CRS) and 0.913 (VRS) in 2010. As a main factor that has influenced the increase of efficiency are loans given by banks, which only in 2010 increased by 11.4%, the role of these loans in total assets of the banks is major (65%). During this period the banking sector was characterized by a decrease of the number of employees and the improvement of infrastructure and banking technology. In this paper of research is presented conclusion on banking efficiency in Kosovo during the financial global crisis. The data used in this paper of research are secondary data and cover a period of time between 2008 and 2010. The main variables are: banking sector (as a depend variable), non-performing loans, interest rate of loans and ROA (as independent variables). Empirical Results are made by STATA program and the main analyses are made by: Ordinary Least Squares (OLS) method and Correlation method. The OLS method shows results as following: all variables that are involved in the research (non -performing loans -9.9, interest rate of loans -5.2 and ROA -14.7) have negative impact on banking sektor. Also in T-statistics analysis argue that all variables are non-significant (T<2) to banking sektor. The R² analysis, measures the relationship of the independent variables with the dependent ones and it is 85%, whereas 15% are other factors related to the dependent variable that are not included in this research. In correlation method, the results show that the non -performing loans (-0.48) and ROA (-0.08) have a negative correlation to banking sector whereas FDI Appendix 1/B 
